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2575 EAST CAMELBACK ROAD
R PHOENIX, ARIZONA 85016-9225
MICHAFEL M. GRANT PHONE: (602) 530-8000

GALLAGHER & KENNEDY

P.A.
ATTORNEYS AT LAW

DIRECT DIAL: (602) 530-8291 FaX: (602) 530-8500
E-MAIL: MMG@GKNET.COM o WWW.GKNET.COM

October 21, 2011

HAND DELIVERED

Docket Control -
Arizona Corporation Commission YL
1200 W. Washington St. G-20471A-

Phoenix, AZ 85007 1A-11-0390

Re:  SemStream Arizona Propane, L.L.C.’s (“SemStream”) Request that the
Commission Authorize a Purchased Gas Adjustor (“PGA”) Surcharge as
Described Herein for SemStream’s Page-Area Propane Gas Distribution System,
Docket No. G-20471A4-11-

Dear Sir or Madam:

SemStream requests that the Commission authorize a PGA surcharge of $0.37 per therm
starting January 1, 2012 for its Page-area gas distribution system. Attached hereto as Exhibit A
are supporting schedules and calculations concerning this request.

As background, in Decision No. 69579 dated May 21, 2007, the Commission authorized
SemStream’s acquisition of Black Mountain Gas Company’s Page Division assets and CC&N
(the “Transfer Order”). One of the conditions of the Transfer Order was that SemStream retain
the Page Division’s PGA surcharge of $0.2562 per therm which had been approved in Decision
No. 68816.

Finding 13 of that Decision instructed that the $0.2562 per-therm surcharge would
remain in effect until the end of January, 2008 and, if the PGA bank balance had not reached
zero by then, “that a $0.10 per therm PGA surcharge be applied beginning in February 2008.”
The bank balance did not reach zero by January of 2008. Accordingly, SemStream reduced the
PGA surcharge to $0.10 per therm on February 1, 2008. That is the surcharge which is currently
in effect.
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In February of this year—after the Page Division’s bank balance threshold of $60,000
was exceeded at the end of 2010—SemStream contacted the Utilities Division Staff and
recommended that no upward PGA rate adjustment be made at that time. Based on past
summers’ experience, SemStream expected that the warmer summer months’ normal smaller
purchases combined with lower prices would reduce the bank balance without the need for
further surcharge action.

Unfortunately, this past summer’s experience did not produce that result. Bank balances
did not decline, because, unlike 2010, the cost of gas was up in every month in 2011. Thus, the
differential from the base cost of $0.55 was much higher than the norm.

As aresult, as of September 30, 2011, the Page under-collection has increased to more
than $323,000 (Exhibit A, page 2). Further, SemStream estimates the under-collection will grow
to almost $471,000 by the end of January, 2013 if there is no increase in the surcharge
(Exhibit A, page 5).

With implementation of the $0.37 per-therm surcharge effective January 1, 2012,
SemStream estimates that it will still take approximately 17 months (or until May, 2013) to
reduce the current under-collection to near zero (Exhibit A, page 4). Estimated data concerning
the anticipated impacts of the surcharge is set forth at page 1 of Exhibit A.

Communications concerning this filing should be sent to the attention of:

Doug Mann

Catherine Wolverton

SemStream Arizona Propane, L.L.C.
200 W. Longhorn

Payson, AZ 85541

(928) 474-2294

With a copy to:

Michael M. Grant
Gallagher & Kennedy, P.A.
2575 E. Camelback Rd.
Phoenix, AZ 85016-9225
(602) 530-8291
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SemStream requests that the Commission enter its Order authorizing a PGA surcharge of
$0.37 per therm commencing January, 2012.

Very truly yours,

GALLAGHER & KENNEDY, P.A.

[ R —

Michael M. Grant

MMG/plp
20474-1/2884923
Attachments

cc (w/attachments; delivered): Bob Gray, Utilities Division
Candrea Allen, Utilities Division

Original and 13 copies filed with Docket
Control this 21*" day of October, 2011.
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